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MIKE HUCKABEE
GOVERNOR

Jan. 11, 2005

Dear Legisla’cor:

The start of a new year and the ]oeginning of another legislative session here at the state Capitol
represent a chance to reflect on what we've done right, what we've done wrong and what we still need
to do in Arkansas. When you leave Little Rock at the end of the 1egis1a’cive session this spring, [ hope
we'll all be able to say we did our part to make Arkansas a better plaoe for ourselves, our children and

our granclchildren.

When you think about it, a 1egis1a’cive session is an amazing part of this wonderful democracy.
People from all parts of the state and all walks of life gather in this Luﬂding to determine what the
priorities of state government should be for the next two years. Whether you're a 1egis1ative veteran
or a freshman, don't lose sight in the hectic clays ahead of why the voters sent you here. There will
indeed be a cleluge of telephone calls, e-mails, letters and people wanting to see you in the halls.
You'll have your arms twisted at breakfast, lunch and dinner. But you'ﬂ do just fine if you keep your
focus on the children.

As I travel the state each clay performing my duties as governor, | constantly try to remind myself of
why I worked so hard for this jolj in two elections. In all areas of state government, our priority
should be improving life for the children of Arkansas while ensuring tl'ley can stay in the state, raise
their families and make a good living when their education is complete. [ try to picture a IO—year—old

child in some small Arkansas town as I make my decisions. I ask myself this question: "WAll this
make life better for that 10—year—01c1?"

No one denies that there are complica’cecl prol)lems that must be solved. Our resources are limited.
Like other states across the country, we find that the demands on state government from the tax-
payers, the courts and Congress have ou’cstripped the revenue sources available to us. We'll have to
make tough choices when it comes to cra{:ting a l)uclget for the next biennium. All of our clays here
won't be pleasant. But we were elected to lead. We should never £orget that we owe it to every
taxpayer to make state government as efficient as possﬂ)le. We force people to contribute a 1arge
percentage of their hard-earned dollars to government. The least we can do is spencl those dollars
wisely.



This is the era of term limits. Our constituents' support of those term limits was strongly reaffirmed
Nov. 2. For many of you, this will be the last lap around the track. It's also my last 1ap. Any coach
will tell you the final 1ap should be one in which you have a kick. A great athlete will run to the finish
line rather than jog or walk. cer’cainly want to finish with a kick, I)uilcling on the things that were
accomplishecl cluring the 1997, 1999, 2001 and 2003 1egislative sessions.

While realizing that we face enormous chaﬂenges , we shouldn't ignore the things we've accomplished
along the way. A year ago at this time, we were also ga’chered in this louilcling, meeting in special
session in an attempt to oljey the mandate of the Arkansas Supreme Court in the Lake View school
{:uncling case. Because of our work in that session, we're pouring tens of millions of additional
dollars into this state's pul)lic schools. Teachers are Leing paicl more. There's new money for supplies.
And we've finaﬂy created a more efficient system with dozens fewer school districts than we had just
a year ago. Even before the start of that special session, though, we were well down the road to
education reform thanks to our earlier implementa’cion of Smart Start and Smart Step. Smart
Start is our intense focus on reacling and mathematics for students from kinclergarten through the
fourth gracle. Smart Step is a similar emphasis for students from the fifth through the eighth
gracles. Test scores have risen consistently for several years thanks to these programs. In the area of
preschool education, the National Institute for Early Education Research at Rutgers University
gave Arkansas its only perfect 10 last year for state-funded preschool quality standards.

Spealzing of the goocl things we've done for our kids, Arkansas Advocates for Children and Families
saicl in a recent report that the percentage of uninsurecl children in Arlzansas fell from 19.4 percent
toll percent ]oetween 1996 and 2002.1 don't need to tell you how important this news is. Thanlzs
to the ARKids First program we created during the 1997 1egisla’cive session, about 50,000 more
children have health insurance today than had insurance in 1996 In 1996, 28.9 percent of chil-
dren in families with incomes at or below the federal poverty level were uninsured. That has now
clroppecl to 15 percent. For the first time, we've reduced the insurance gap between children from
low-income families and children from families with high incomes. [ cannot Legin to tell you the
number of parents who've thanked me for the ARKids First program. ['m sure those of you who
were here in 1997 have had many similar experiences. [n my more than eight years as governor, |
can think of no accomplishment that has meant more to the children of Arkansas. When I took
office in 1996, Arleansas had one of the highest percentages of uninsurecl children in the nation.
We've now become a national leader in clecreasing the percentage of uninsured citizens. Never in our

state's history has it been easier to insure a child.

Another important thing we've done is to devote all of the state's proceecls from the tobacco lawsuit
settlement to improving the health of our citizens. Other states are using this money to plug I)uclget
holes. We're one of the few states to utilize the money as | believe it was intended -- to make people
healthier. Arkansas, for example, is one of just four states spen&ing tobacco settlement prevention
and education dollars appropria’cely, according to the American Lung Association. The CHART
plan will have positive long—term effects on Arkansans , both young and old. A June report from the
Gaﬂup research organization said, "Based on the milestones that the Centers for Disease Control
and Prevention expect tobacco control programs to achieve within the first few years of operation,

Arkansas is on target.”



The tobacco-related death rate in Arkansas ranks as the third highest in the country. Soon after
voters passecl the CHART plan in November 2000, we Legan to move aggressively. The four major
goals of the state's tobacco prevention and cessation programs are to prevent young Arkansans
from Leginning tobacco use, to help those who alrea&y use tobacco proclucts to quit, to reduce
Arkansans' exposure to secondhand smoke and to reduce tobacco use in high—risle groups. The
state's annual health care expenditures that are clirectly related to tobacco use total $600 million.
About $70 million of that comes from the Medicaid program. The fiscal impact is obvious.

['m happy to report that opinions regarcling tobacco use in Arkansas are changing. The prevalence
of smolzing among Arkansas young people droppecl from 35 percent in 2001 to about 29 percent
in 2003. That's closing in on the national average of 28.5 percent. The desire to quit using tobacco
is also increasing among adults. According to an extensive survey, almost 72 percent of smokers
now say they want to quit, an increase from 45 percent in 2002. The Gaﬂup report said Arkansas
had an almost 14 percent decrease in cigarette consumption from 2001 to 2002. The reduction in
adult consumption was especiaﬂy promising since the initial campaign was Jcargetecl toward young
people. Gaﬂup repor’cecl, "While Arkansas' prevalence of adult tobacco smokers needs to decline
more rapicuy to match the success of California, Arkansas' current rate of decline in adult per-capita

consumption of tobacco is exceecling California's 10-year trend."

In addition to reclucing smolzing, we also must reduce the oljesity rate in our state. Again, there's
goocl news to report regarcling our efforts. A ranlzing released in August ]oy the University of Balti-
more showed that Arkansas is &oing a better jolj than any other state in its efforts to reduce oljesity.
In the first national report card on state-based efforts to control o]oesi’cy, 23 states received failing
gracles on an issue that costs this country billions of dollars each year in health care costs and lost
wages. Accorcling to the authors of the report, if America's olaesity crisis continues to expand at the
current rate, the annual cost for the country will be $80 billion in a decade. The report card said
Arkansas is the only state talzing significant steps through legislation, regulations and education to
combat o]oesity. We rank 15th na’cionaﬂy in the percentage of obese citizens. With Medicaid costs
eating up an ever-increasing share of the state ]ouclge’c, we've declared a crisis and developecl the

Healtl'ly Arkansas initiative in an attempt to convince Arkansans to change their 1i£estyles.

In the University of Baltimore s’cucly, Arkansas was the only state to receive a "B" when it came to
state efforts to control o]oesi’cy. I would like to see us get an "A" next year. Ten states received a "C."
There were 16 states that received a "D A which the report said indicated "stuml)ling, ill-conceived or
poorly funded attempts to reach their popula’cions in an effort to encourage a healthier, more active
hfes’cyle." The other states had failing grades. The authors of the report concluded that the country
isn't treating o]aesi’cy as a major pul)lic health crisis. In Arkansas, however, we realize we're facing a
crisis. One of the report's authors said, "Given the enormous attention we aﬂegecuy pay to our diets,
and the amount of money we invest in controﬂing our weight, exercising and the rest, it was reaﬂy
surprising to see how Lacﬂy the states are cloing. Simply put, state governments are not aclclressing
this pro]olern egectively, and it is cloing a lot of unnecessary clamage."

['m proud Arkansas is an exception. There are $44 billion annually in direct health-care costs
attributed to oloesity. The prololems caused Ly obesi’cy range from diabetes to heart disease to cancer.

The prolalem is worst among children. Early—onset diabetes was once rare. It has now reached



epiclemic proportions in some states. Slowing o]oesity among children is so important that the
University of Baltimore researchers created a separate report card for efforts to control childhood
o]oesi’cy. Again, no state received an "A." Arkansas and Connecticut were the only states to receive a
"B." Thanks to your work in the 2003 session, we're the only state that measures the Locly—mass
index of every pu]olic school student and reports those finclings to parents.

There's good news to report in other areas, inclu&ing higher education. An enrollment survey for the
2004 fall semester showed a 3.4 percent increase from the fall of 2003 at our pul)lic coﬂeges and
universities. We need more people attencling coﬂege in this state, and that has been the trend in
recent years. Some of the enrollment gains were nothing short of amazing. The University of
Central Arlzansas at Conway hacl ab.9 percent increase ancl now has more than 10,000 stuclents.
The University of Arkansas at Fayetteviﬂe had 2 5.3 percent increase and has more than 17,000
students for the first time. Arkansas Tech University at Russellville grew by more than 3 percent to
almost 6,500 students. Tech has increased its enrollment loy more than 25 percent since 2000.
Overall, the combined enrollment at the state's £our—year institutions has increased loy 12.1 percent
since 2000. The gains were even more impressive at the 22 pul)lic two-year coHeges. Since 2000,

enrollment at those institutions has increased Ly 29.7 percent. The overall grow’ch is 4.2 percent
since the fall of 2003 with 15 of the 22 schools showing 1arger enrollments.

Now, we must ensure not only that students take aclvantage of the higher education opportunities
but that tl'ley also obtain degrees. Along with West Virginia, Arkansas lorings up the rear when it
comes to the percentage of residents with at least a bachelor's degree. We've placecl a tremendous
focus on improving education from 12inc1ergarten through high school. That has been necessary
work. In this economy, though, we need a K-16 approach, not just a K-12 approach. We should see
to it that the senior year in high school is no longer a wasted year. We must ensure that students have
the opportunity to earn coﬂege credits through advanced placement courses and other methods.
With our students talzing more rigorous courses in high school, we can increase college retention and
gracluation rates. Only 38 percent of first-time, full-time coHege students complete a bachelor's
clegree within six years of entering coﬂege, maleing Arkansas one of the lowest—performing states in
this category. Still, there are some encouraging signs. During the past decade, the percentage of
ﬁrst—year community couege students returning for their second year has increased Ly O percent.

N ationaﬂy, there has been a 2 percent decline.

In an effort to extend our education reforms to the post—secondary 1evel, I appointecl a Blue Ribbon
Committee on Higher Education last year. Members of the committee met seven times between
December 2003 and June 2004. Tl’ley worked hard to provicle recommendations for possﬂ)le 1egis—
lation. In its final report, the committee wrote: "The 1egislative culture of our state historically has
encouragecl members to champion the cause of the coﬂege or university in the local districts. Placing
the goocl of the state ahead of what might be lucrative for the local higher education institution will
require exceptional sta’cesmansl’lip." In my State of the State address two years ago, | called for such
exceptional s’ca’cesmanship as we sought to comply with the Lake View ruling. We did some goocl
Jcl'lings for the K-12 system. Toclay, I'l again call for statesmanship, this time as it relates to higher
education.



I'm also please& to report that our economy is cloing much better than it was when we gathered here
in January 2003. We have 6,600 more payrou jo]os in Arkansas than we had a year ago. Our
unemployment rate is lower. Arkansas housing values increased 5.5 percent in the 12 months that
ended in June. Most importantly, as far as the state lou&get is concernecl, net general revenues
increased 9 percent for the fiscal year that ended in June. The previous fiscal year saw only a22
percent increase. The first five months of the current fiscal year had net available general revenues
that were 7.4 percent higher than the first five months of the previous fiscal year.

In the area of economic clevelopment, we've had some impressive successes. ]apan—]:)ased Denso
openecl its $34 million plant in Osceola in May to procluce lleavy—equipment radiators and auto-
mobile air conditioners. The company anticipates a workforce of 500 people Ly 2008. Acljacent to
that plant, Systex will procluce parts for automobile heating and air systems. Systex expects to
employ 40 people ]3y 2006. In Wynne, Bakas will manufacture interior and exterior automotive
parts such as door handles and mirrors. Construction of the company's plant will Legin this spring.
Eakas officials project that the initial workforce of 75 employees will grow to 250 people. Last Iuly,
Hino Motors broke ground on its manufacturing facility at Marion, where it will produce parts for

Toyota vehicles. The $160 million facihty will provide about 280 jolas. These are examples of the

automotive corridor we're Luilding in east Arkansas.

As this 1egislative session heats up, you'ﬂ find that every interest group has its wish list. That's the
way the system works. The jola we have as officeholders is to represent the taxpayers and deal with
the fiscal realities we face. We're charge& with loolzing at the loig picture. We must consider the needs
of the elclerly in our nursing homes at the same time we consider the needs of the students in our
schools. I'm thankful for our Vastly improvecl economy. But I'm also mindful of my duty to ensure
we spend the taxpayers' money as egiciently as possi]ole while properly I)alancing the many o]oliga—
tions of state government. We simply can't fulfill everyone's wish list without taxing the state back
into a recession. We'll continue to enact pul)lic education reform. We'll address the facilities issue.
We must. But we can't take a single—min&ed approaoh at the expense of other areas of state govern-

ment.

In addition to our continued work on the K-12 system, [ would like us to focus on health care,
highways and higher education. In the area of health care, I've talked about the smoleing and obesity
crises we face. From a pul)lic policy stanclpoint, our goal must be to transform the health care
system from one that simply provicles care to a system that also promotes healtl'ly lifestyles. Arkan-
sas is in a position to be a national leader in changing the paracligm. The current system is based on
providing care for those who are sick. Wouldn't it be better to spencl money on a fence atop the
mountain to 12eep people from £aHing off rather than spending that money on ambulances to piclz
them up when Jchey hit the bottom?

We've started down the right road. We created the ARKids First program to make sure all children
had health insurance. We instituted the bo&y—mass index testing. We did that because we needed
parents to understand they have a huge role to play in ensuring their children are healthy. We want
those parents involved in changing kids' attitudes. We need them convincing their children that it's
hip to be healthy. We can't just clepencl on increased regula’cions. The last thing we need is for

government to become the grease police, JceHing people what they can and cannot do. Americans are



the most independent people in the world. Don't tell them what they can't do. Insteacl, we must find
ways to use the Healthy Arkansas initiative to create incentives for healthy behavior in the pul)lic
sector and then encourage the private sector to do the same. Why can't we give people waﬂeing
breaks rather than smolzing breaks? Why shouldn't we reduce their insurance rates when tl'ley stop
smolzing and start exercising? The fact is we can do these things and much more. With Medicaid the
fastest growing part of the state ]ouclge’c, it's time for all of us to get to work on this issue. As Dr. Fay
Boozman at the state Department of Health likes to say, it's time to stop treating snakebites and
start lziﬂing snakes.

While maleing investments in our schools and our health care system, we cannot forget to continue
investing in our infrastructure. As we near the completion of the largest highway construction
project in Arkansas history, we're rnalzing life better for that IO—year—old child T talked about. We've
spent almost $1 hillion to turn one of the worst interstate systems in the country into one of the
best. The project is on time and on louclget, which is highly unusual for a project of this size. Now, six
years after passage of the interstate rehabilitation plan, it's time to invest in our roads again. We
need a bond issue that will allow us to spenc]. another $1 billion cluring the next decade on the non-
interstate economic clevelopment corridors in our state. I look forward to Worleing Closely with all of
you as we determine how best to come up with the money to pay off those bonds. Let's never forget
that for every $1 million we spenc]. on highway construction, 47 jol;s are created -- 26 for highways
and loriclges that are built and another 21 as construction workers lguy goo&s and services.

Just as we must not ignore our highways, we can no 1onger ignore higher education. A 2004 report
from the Economic Policy Institute said: "As state governments make tough {:unding choices with
tight Luclgets , aclequate and effective funcling of education is the best way to achieve faster grow’ch,
more jol)s , Sreater procluctivity and more wiclely shared prosperity." Those with at least an associate's
clegree earn 18 to 23 percent more than those with only a high school cliploma.

By loalancing our priorities and keeping our focus on that lo-year—olcl child out there, we can make

Arkansas a better place during this legislative session. Let's never forget those we were sent here to
p g g g

serve. Good luck. I look forward to Worleing with you in the weeks and months ahead.

Sincerely yours,

e fnkb.

Mike Huckabee



ON THE AGENDA...



EDUCATION

uring the past few years, the words “Lake View,” “consolidation” and “facilities” have become
synonymous with our state’s pul)lic schools and state government’s focus on education. The issues,
images and court-mandated ol)ligations conjurecl up Ly these words have prompted Arkansans to de-
vote significant time and resources to remedying the ailments of a system that has been broken for
decades. The circumstances surrouncling the Lake View decision have afforded us an unprecedentecl
opportunity to provide cach child in Arkansas with an equitable education of the highes’c standard.

We've taken some important steps and accomplished needed reforms. One thing I'm sure everyone
would agree With, however, is that we still have a 1ong way to go in fulﬁﬂing our mandate. At the top of
the to-do list for this legislative session is the highly publicized issue of school facilities. Bringing our
schools up to code is an important ’taslz, a task that's al-

ready under way. [t's a task I know you'ﬂ give your full
attention to cluring the next several months. With this in
mind, it’s important we take time to recognize some of the CO(].G 1s an lmPOI“tal’lJC JCa.Slz, a
incredible strides that have been made l)y our schools dur- taslz that's already un(ler way.
ing the past few years. These are strides that haven’t al-

ways received suitable recognition in a time of courtroom

Bringing our schools up to

controversy.

We've have seen the implementation of the Smart Start and Smart Step programs. These programs
have led to tangﬂ)le results and have providecl the framework for continued success. There are no short-
cuts on the road to a superior education. There's no detour worth talzing and no back road worth
exploring. The only way to provide our children with the best possiMe education is to assess and acceler-
ate 1earning opportunities at every level. For our state, this journey Legan more than six years ago with
the implementa’cion of the Smart Start initiative. This efort to s’trengthen our schools at the kinder-
garten through the fourth—gracle levels was intended to ensure that children in the earliest stages of
learning were properly instructed in important math and literacy skills. Smart Start proved vital to the

success of our younger students.

The benefits of this skills-intensive program spiﬂed over to grades five through eight with the Smart
Step initiative and, most recently, to grades nine through 12 with the Smart Core initiative. The next
step in our journey was just that, the Next Step. Ensuring that all students are ready to Legin their
education and achieve success throughout it, the Next Step program expands and s’trengthens opportu-
nities for student success. The formula employecl l)y the Next Step program is simple but effective -- set
high stanclards, provicle students with the tools needed to succeed, measure progress and hold everyone
involved in the education process accountable for achieving those standards. Test scores for students in
1zindergarten through the eighth grade have continued to improve as have ACT scores for high school

stuclents.

ince the establishment ot these programs, our goals have never been compromised. We set out to create
Since the establishment of these prog goals h b promised. We set out t t
programs based on unwavering standards and measured progress. So £ar, we've achieved just that. Our

journey toward educational excellence has been many years in the malzing . During that time, the ques-
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tion has often come up: “Isit all worth it?” Recent studies provicie the answer to that question. N otiiing
could have preparect me for the pricte [ felt when I saw the December report titled The Expectation Gap
-- A 50-State Review of Higti School Graduation Requirements. In this report, Arkansas was listed as
one of the few states maieing iegitimate progress in raising the bar of expectations for students in the

pul)iic schools. This stucty shows Arkansas as toeing:

¢ One of three states to have made coiiege/worie-prep curriculum the norm or default

curriculum and a model for other states to follow in raising gractuation requirements.
¢ One of five states to require students to compiete a fourth math for gi'aciuation.

¢ One of three states that requires aigei)ra 1, geometry, and algei)ra 2, and one of six
states requiring four years of gra(ie—ievei Engiisti.

This stucty was conducted ioy the loipartisan, non—protit organization Achieve Inc. It's a ﬂattering ac-
iznowiectgment that what we’ve been ctoing is paying dividends for our state. We've refused to compro-
mise our children l)y iowering expectations and accepting mediocre test scores. As a result, accorcting to
Michael Cotien, the presictent of Achieve Inc. , Arkansas is one of oniy a few states that “offer a model
for other states to follow.”

This level of recognition exceeds what many believed could be accomplished. But it's consistent with
what I've aiways known in my heart, that students in Arkansas can be the best our nation has to offer if
we provi(ie the resources combined with tiigti expectations. Arkansas is i)ecoming one of the nation’s
leaders in the area of education reform. This new position is exciting, but it doesn’t come without a
great deal of responsii)iiity. Now more than ever, it’s important that we continue to focus on pui)iic
school success.

When running in a race, if you puii into the lead you don’t slow down and allow the rest of the paciz to
catch up. Instea(i, you ctig down cteep and build on the momentum you've established to puii you
ttirougti to the finish line. The same can be said for Arkansas as it relates to our pui)iic schools. It's true
we've come a iong way from where we were a decade ago. But it’s a]osoiuteiy essential that we don't stop
running. During the next two years we need to foster a system that ensures every student has the
opportunity to be prepai‘eci for coiiege. Focusing on programs and partnei'stiips that have proven effec-
tive is one way to achieve further success. The bottom line is that when we work to provicte a better
education for our children, we're paict back in the quaiity of life ttiey’ii have as a result of our efforts.

Our work is far from over. As iong as there are children in this state who receive anyttiing less than the
best education that can be ottere(i, we need to continue to raise the expectations of our students and the
system. One ttiing I'll be tocusing on intentiy (iuring this legislative session is tiigi'ier education. But
preparing for coiiege doesn’t start after iiigti school gractuation. [t starts in the earliest stages of educa-
tion. If we don’t pi'operiy train our students to face coiiege before ttiey arrive, we're conctemning them
to failure. That's thy we must also continue our focus on the K-12 system. Worieing togettiei', we can
ensure Arkansas’ continued success as one of the nation’s leaders in education reform. And we can

continue to protect our most valuable investment, our children.
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HIGHER EDUCATION

ducation and economic development can't be separated. The two are intertwined as never before
in the 21st century. An educated workforce drives a stronger economy, and a strong economy demands

a more educa’ced WOI'12£OI'CG.

During fiscal year 2004, the state received $4 in direct expenditures for every $1 invested in higher
education. If you were investing your private funds in the stock market, you would jump on any deal
that would return $4 for every $1 invested. The direct impact of the accomplishments of higher educa-
tion on the state economy was $6.25 billion, using the figures economists utilize in estimating eco-
nomic impact. N eedless to say, higher education is l)ig business in our state. There are now almost
125,000 students enrolled in our coHeges and universities, an increase of more than 4,000 students
from the previous year. The good news is that more and more Arkansans are going to coﬂege. The bad
news is that we're £ailing to adequately fund higher education.

As we focus on education reform in our state, we must not ignore higher education. The kind of rol)ust,
growing economy we want to create in Arkansas will require a variety of talented, educated workers.
Unfortuna’tely, our state ranks 49th nationaﬂy in the percentage of residents with coﬂege degrees and
50th nationaﬂy in the percentage of residents with advanced clegrees. The percentage of the population
with a college degree is a reliable indicator of a state's ca-

pacity to support a lenowledge—l)ased economy. While de- Th (1 . f h
grees at the master's level or higher aren't required l)y all e direct lmPaCt ot the
segments of the economy, they’re often an important quali— a,ccomphshmen’cs Of h1gher

fier for upper management positions in high—tech fields. ecluca’cion on ’che state

economy was $6.25 billion...

A coﬂege degree means a person will make an average of

$1 million more in a lifetime than someone with only a
high school diploma. Add a master's degree to the equation and that person will make $1.2 million
more on average. A coﬂege education pays dividends to the individual and the economic health of the
state. Only about 16 percent of Arkansas' 2.7 million residents have coﬂege degrees. Increasing that l)y
50 percent -- from 436,000 residents to 654,000 residents -- would increase the earning po’ten’tial of
our citizens by almost $5 bhillion a year. State income tax revenues would grow by more than $340
million annuaﬂy. Think about that. That's $340 million more for public education, highways, health

care and the other priorities of state government.

Do you want an indicator of just how the 12now1edge—l)ased economy of the 21st century is requiring
more education than ever before? Consider this: Those with less than a high school diploma saw their
mean family income decline l)y 14 percent between 1980 and 1995. Coﬂege graduates' mean income
increased l)y 14 percent cluring the same period. Accorcling to the Corporation for Enterprise Develop—
ment, a state's economic per£ormance correlates to past investments in such areas as education. Na-
tional economic development expert William Schweke said recently, "If our goal is an economic climate
that provi(les goocl jol)s, decent living standards, entrepreneurial workers and a competitive edge over

other countries, then investing in education is the single most important thing we can do."
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This includes tligtler education. We should think K-16, not just K-12. As we again tackle education
retorm, let's not stop four years short in our efforts. Federal Reserve Chairman Alan Greenspan told
Congress recently, "We need to be torwarct—loolzing in order to actapt our education system to the
evotving needs of the economy and the realities of our ctlanging society." In other words, an educated
society fuels the economy. Well-funded coﬂege and university programs are essential in efforts to pro-
mote and drive economic ctevelopment in Arkansas. If tngtler education and the state's economic devel-
opment efforts aren't coordinated, we're inviting a downward economic spiral. The goal of economic
ctevetopers is to create jot)s and improve the economy of the state. It's the jot) of tligtler education to
ensure a trained workforce is in place to fill those jo]os. [ propose we strengttlen the connection between
the goals and activities of the state Department of Higtler Education and the state Department of

Economic Development.

One important ttling we can do irnrnectiatety is to amend Act 683 of 1989 to allow additional ]ooncting
auttlority for pul)lic coHeges and universities. In a speciat election, Arkansas voters could approve $150
million in Loncting auttlority Leginning in January 2007 at no additional cost to the taxpayers.

[ also propose that we create centers of economic and educational excellence at various coﬂeges and
universities that will tletp our state reach its economic potentiat. [t's imperative that we do a better jot) in
Arkansas of ictentitying critical workforce needs and then ensuring we have the proper programs in ptace
to meet those needs. These centers of excellence would take data from the Department of Economic
Developrnent and others. Ttley then would ctevetop programs to meet specitic business needs. The De-
partment of Higtler Education would ensure the centers utilize existing facilities, programs and staff
whenever possilole. The speciaﬂy ctesignect programs could be based on campuses or could incorporate

distance 1earning tectlnology to ensure maximum exposure, availa]oitity and participation.

We also must do a better jolo of tun(ting university—t)asect research. Research programs are economic
ctevelopment investments. For every dollar we invest as a state in researctl, we attract many more dollars
from tecteral, corporate and ptlitanttlropic sources. We could attract additional research grants from
organizations such as the National Science Foundation and NASA if we had more seed money on the
front end. For example, we could tletp younger tacutty members at our coﬂeges and universities obtain
research track records with starter awards from state funds ttley could then use to 1eve1‘age federal
awards. We also need to do a better jola of rnatctling federal funds for competitively awarded research
projects.

Another step we should take in the area of tligtler education is expancting and strengthening the course
transfers between the two-year schools and the tour-year schools. The presictents and chancellors of
these schools understand that a concerted pustl is needed so we have more of our gractuates from the
two-year institutions going on to gractuate from the tour—year schools. There should be togical statewide
guictetines to ensure that students receive proper credit for similar courses regarcttess of which institu-
tions are involved. The Southern Regional Education Board recently stated that it's a priority that "all
schools -- technical institutes, coHeges and universities -- have clearly aligned course content and assess-
ments for students." It's not just an Arkansas issue. It's also a regional and a national issue. We have the

opportunity to fix the prol)tem in this 1egislative session.

A cooperative agreement between the two-year schools and the tour—year schools will take the hassle out
of transterring credit hours between institutions. Simptitying the transfer of credits between schools will

make it easier for students to obtain tour—year ctegrees. We're trying to get a 1arger percentage of our
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students to gradua’ce. The least we can do is to ensure they receive credit for their coursework regarcﬂess
of what coﬂege or university tl'ley attended while requiring that every institution abide 1)y the same

policies in regarcl to transferring credits. Let's vow now to make this process more simple.

We also need to limit the scholarsl'lip {:unding for coﬂeges and universities to 15 percent of income from
“education and general" tuition and fees. An additional 5 percent could be allocated for scholarships for
need-based students. It's time we set reasonable fiscal limits on the amount of money from “education
and general" tuition and fees that can be allocated for scholarships. This will eliminate the argument
about institutions l)uying students and will ensure that institutions aren't in fiscal combat over stu-
dents. We must see to it that institutions don't use state funds for scholarships simply to increase their
head counts and thus qualify for even more state funds. It's time to level the playing field. We also will be
able to give schools the incentive to attract need-based students from across the state I)y ogering an

extra scholarship incentive.

Meanwhile, the state should expancl its workforce improvement grant program to provicle more support
for adults. You only need to look at the fact that just 16 percent of Arkansas residents have coHege
degrees to realize our adult popula’cion requires encouragement and incentives to attend coHege classes.
Setting up special programs for members of the adult popula’cion will lead to more people who can
contribute to the economic grow’ch of the state. And adults with coﬂege clegrees are far more hlzely to
encourage their children to obtain coﬂege clegrees.

' . . .
It's eStlmated that Hlspanlcs We also need to focus on the state's growing Hispanic

now represent 15 percent O£ the popula’cion Ly provicling financial aid for coﬂege—l)ound

country's coﬂege—age popula’cion. students who can provicle proof of an Arkansas high

school cliploma. It's estimated that Hispanics now rep-

resent 15 percent of the country's coﬂege—age popula—
tion. But far too few of these people are enrolled in couege. We can do a better jolj of aﬂowing immi-
grants to become a vital part of the state's workforce. President Bush is pushing an immigration reform
proposal that will enable immigrant students to become eligﬂ)le for financial aid. By provicling educa-
tional opportunities for these students, we'll reduce poverty and discrimination. We need to embrace
this effort in our state while ad&ing valuable workers to the tax rolls. Many of these students already
have compilecl exemplary records in the Arkansas pu]olic schools. They should be encouraged to advance

acaclemicaﬂy so they can became productive citizens.

An estimated 65,000 undocumented immigrants gracluate from U.S. high schools each year. Because
of their immigration status, these students can't apply for government grants or low-cost loans. Most
private scholarsl'lips require the recipients to be citizens or permanent residents. There have been at-
tempts in many states to give undocumented students relief on steep tuitions. Seven states -- Califor-
nia, IHinois, Olzlahoma, New Yorlz, Texas, Utah and Washington -- now allow students who have graclu—
ated from high schools in their respective states to pay in-state prices.

Listen to this story from teacher N ancy Varnell at El Dorado High School: "Some of these students
work so hard to succeed in high school. And when they get that cliploma, they are so, so happy. Then,
’cl'ley are hit with a wall of frustration. Because Jchey don't have the proper paperworlz, they can't get
scholarships or Pell grants. They can't get into coﬂege without falsifying documentation. I have a stu-
dent who came to Arkansas when he was 4 years old. He gracluatecl near the top of his senior class. He
appliecl for coﬂege. Denied. He appliecl for a visa. Denied. He was told to go back to Mexico for two
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years and appiy for resident status. That is just not an option. He's very, very smart, but what's iiappen—
ing to him just breaks my heart. The system as it now exists is iosing potentiaiiy valuable citizens, and
that should make us all sad." Let's take N ancy Varnell's words to heart in this iegisiative session.

Another ti'iing the state can do to improve i'iigi'ier education is to s’crengtiien the au’ciiority of the Higiier
Education Coordinating Board. We should create a system in which iiigiier education iunciing requests
are approveci i)y the board. One of the main components of the Southern Regionai Education Board's
report on education goais was better coordination. The SREB report said it should be a goai that "the
quaiity of coiieges and universities is reguiariy assessed and iunciing is targeteci to quaiity, eiiiciency and
state needs. One of the ieeys in juciging the quaiity of coiieges and universities is that ti'iey prociuce
graciuates who meet state workforce demands . . . anci, if Jciiey do , ti'iey are rewarded for their efforts."

The SREB report also pinpoints the need for "piacing a iiigi'i priority on an education system of
schools, coiieges and universities that is accountable." The reports calls for an "aiigneci education system
that enables students to make smooth transitions from pre-K tiirougii coiiege.” In its report to me last
year, the Blue Ribbon Committee on Higi'iei‘ BEducation made it clear that the "recurring and expiicit
lack of any rneaningi:ui centralized governance is at the heart of our iiigiier education periormance
issues." Tiiis isn't a new issue for us. As far back as 1951, the Arizansas Commission on Higi'ier Eciuca—
tion recommended that a board have the auti'iori’cy to coordinate institutions of iiigiier education so the
"i'iigiiest return may be obtained from the funds available for iiigiier education." I don't think there's
anyone in this Legisia’cure who would argue that i'iigi'ier education isn't essential when it comes to
increasing our low per-capita income and ensuring economic cieveiopment success. But there's no coor-
dinated statewide strategy for aciiieving this fundamental goai. Sirnpiy put, no pul)iic entity has been
entrusted with the responsibility. We can ci'iange that in this session.

We also need to establish a growtii pooi of positions for the state's iour-year institutions. [t's imperative
that the state be given the ﬂexiiaiiity to maintain and expanci izey programs. Proviciing funds for a
growtii pooi for non-classified and classified positions would ensure that viable programs could continue

to grow in the next biennium.

Please join me in iinciing ways to improve our coiiege retention and gra(iuation rates. We must do
everytiiing possi]oie to make all Arkansans aware of the value of a coiiege education. A iiigii school
ciipiorna is no ionger enougii in the new economy. In essence, we must ciiange the culture. Gi‘aciuating
from coiiege must become part of the accepteci educational process. There needs to be a strong partner-
siiip between state education agencies, SC]’lOOiS, teaciiers, stu(ients, parents, business leaders and mem-
bers of the media who are all preaciiing a common theme. That theme is this: "Coiiege isn't an option.

[t's a way of life." From the time students i)egin ieinciergar’cen until tiiey gracluate from iiigii school, tiiey
should be bombarded with this message.

As we discuss the i)uciget priorities for the next biennium, let's remember that funds spent on education
prociuce tangiiaie financial returns to the state that far exceed the dollars allocated. When we fail to fund
iiigiier education properiy, we slow the creation of an educated workforce whose members will earn
iiigiier incomes and pay more taxes. We also hinder the growtii and cieveioprnent of businesses that
count on iiigiier education. A iieaiti'iy state economy should be one of our primary olajec’cives. To achieve

that, we must invest more in iiigiier education.
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HIGHWAYS

hen I mention the need to enact a highway program in this 1egisla’cive session, some people
answer that we need to wait until we've finished the education reform process. Let me make something
clear: The education reform process is ongoing. Because most state dollars are spent on educa’tion,
legislators will be clealing with education reform every two years for as long as everyone in the state
Capi’tol is alive. Yes, continued education reform is a priority in this year's session. But we can't ignore
the other pressing needs of the state. Our job as elected officials is to balance these various needs. And
continuing to improve our highways simply must be a major part of the equation as we seek to improve
Arkansas' economy. Any homeowner will tell you that while you're L)uying new furniture and ﬂooring ,
you can't afford to £orget the roof and the foundation.

The money we spend on improving highways produces enhanced economic activity in the form of new
service stations, motels, restaurants, highway—rela’ted retail l)usinesses, tourism attractions, truck ser-
vice facilities , asseml)ling and distribution facilities and more. Construction activities generate immedi-
ate sales and corporate income taxes for the state. We also must realize that the transportation sector is
a 1arge part of our economy. Six percent of the Arkansas labor force is employed in the transportation
sector. When we reduce transport times, we lower operating costs and allow Arkansas companies to

expand more easi 1INto new markRets. mos ercent o € nation s production 1s pased on just-in-
pand ily int kets. Almost 30 percent of the nation's production is based on just-i

time practices. As more firms move toward such

practices, the flco?(flmy becomes even more de-  Better access to airports, river ports,
pendent on a healthy transportation system. railroad terminals, industrial parles
More than 20 million travelers use our state high— and tourist attractions Lene{lts the

way system each year. Better access to airports, economic clevelopment o£ Arlzansas.
river ports, railroad terminals, industrial parlzs

and tourist attractions benefits the economic development of Arkansas. In addition to investing money
that will improve the economy, we must be concerned about the sa£e’ty of motorists. Bad roads present
the average motorist with a 25 percent to 30 percent higher risk of accidents. Safety improvements
result in savings in insurance costs due to £a’calities, personal clamages, property damages and lawsuits.
According to the Associated General Contractors of America, motorists pay an additional $259 per

driver annuaﬂy when operating on poor roads.

Let's return to the question o£, "Why not wait?" Deferred maintenance costs more in highway, road and
street funds than does routine maintenance. Again, any homeowner can relate stories about the costs of
deferred maintenance. Variations in traffic patterns due to development and deterioration also cause
constant changes in highway and })ridge conditions. I don't think anyone will deny that the interstate
rehabilitation program that was approvecl in 1999 has been a huge success. Upon completion of the
five—year program, we will have spent almost $1 billion and created thousands of jol)s. Sa£ety will have
been enhance(l, and the Arkansas economy will have been stimulated. We must not stop now. Addi-
tional improvements are needed to provide continuity and connectivity. [ propose we approve a pro-
gram that will improve 12ey parts of our highway network that aren't part of the interstate system. We
should have a goal in our state of connecting all cities with populations of more than 10,000 people
with four-lane highways. The vast majority of our traffic count is on a relatively small percentage of the
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state's highways. Fifty percent of the state highway mileage carries 92 percent of the traffic. We need to

focus on these roacls.

At the same time, we have to realize that state motor fuel tax revenues are an unstable source of funds
due to constantly ﬂuctuating fuel prices and the fact that vehicles now get more miles per gaﬂon. State
motor fuel tax revenues have grown 76 percent the past 15 years. But that's only a portion of the
grow’ch experiencecl Ly the state general funcl, which has grown Ly almost 130 percent cluring that
periocl. And remember that a signiﬁcant portion of the motor fuels tax receipts increase can be attrib-
uted to additional taxes that have been levied. Actual fuel consumption has grown only 26 percent the
past 15 years. While the number of vehicle registrations and the number of licensed drivers increase,

more fuel-efficient vehicles continue to have an impact.

The number of annual vehicle registrations has increased 45 percent cluring the past 15 years. During
the same periocl, the annual vehicle miles traveled has increased 56 percent. That equates to an annual
grow’ch rate of more than 3 percent. By contrast, the capacity of the state highway system is growing at
a rate of 0.3 percent annuaﬂy. Due to the success of our bond issue for the interstate rehabilitation
program, | propose we do another bond issue that will allow us to perform $1 billion of work on major
non-interstate connectors cluring the next decade. We'll need $90 million to $100 million a year in
revenues to pay off these bonds. I'm not going to tell you exactly how we should raise those revenues. I
don't think it's my place to stand here and say, "My way or the highway," if you'ﬂ par&on the pun. This is
a debate we all should have in the weeks ahead. I'm anxious for your input on how we raise the revenues.

But I hope we'll agree at the outset on the need for a program of this type.

Just to give you an idea of what we're taﬂzing

about when it comes to raising the revenues needed:

¢ A motor fuel tax increase of 3.3 cents per gaHon combined with a motor vehicle registration fee
increase of $30 per vehicle would generate $91.3 million per year for the state after cities and counties
received their share.

¢ A motor fuel tax increase of 2 cents per gaﬂon combined with a $15 motor vehicle registration fee
increase, a $1 loa.ttery fee and a $1 tire fee would generate $53.1 million per year for the state.

¢ A motor fuel tax increase of 2 cents per gaﬂon combined with a $15 motor vehicle registration fee
increase per automobile and piclzup, a $150 registration fee increase per 1arge truclz, a $1 Lattery fee
and a $1 tire fee would generate $60.1 million per year for the state.

¢ A motor fuel tax increase of 2 cents per gaﬂon combined with a $15 motor vehicle registration fee
increase per automobile and piclzup, a $150 registration fee increase per 1arge truclz, a $5 Lattery fee

and a $15 tire fee would generate $912 million per year for the state.

¢ A motor fuel tax increase of 2 cents per gauon combined with a doubling of the motor vehicle
registration fee, a $1 La’ttery fee and a $1 tire fee would generate $79.8 million per year for the state.

¢ A motor fuel tax increase of 2 cents per gauon combined with a doubling of the motor vehicle
registration fee, a $5 La’ttery fee and a $6 tire fee would generate $91.8 million per year for the state.

¢ The removal of the sales tax exemption on motor fuels would generate $97 million per year for the

state.
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These are examples of the revenue issues we face in this 1egis1a’cive session. Beyoncl the bond issue for
economic corridors, there are several other important things we can do. For starters, we can extend the
authority to issue bonds for interstate rehabilitation. Al’chough our state now has some of the best
interstate highways in the nation as the rehabilitation program nears its completion, a recent stu&y l)y
the state Highway and Transportation Department showed that an additional $900 million for im-
provements on the interstate system will be needed cluring the next decade. Given the needs, it would be
beneficial to have the authori’cy to issue new bonds for interstate improvements. With this extension of
authority, we could make additional improvements to the interstate system with existing revenues.

Please note tha’c no new taxes wiﬂ 1)e nee&ed for this to occur.

We also need to help spur the creation of what are known as regional moljility authorities. These au-
thorities would allow various regions of the state to cooperate with 1oca1, state, federal and private
entities to advance transportation improvements. Each au’chority would have the capa]oility of 1evying
taxes or fees with the approval of voters in the region. The proceeds could then be used for transporta-
tion improvements in that area. These revenues would be in addition to the funds normaﬂy available.
The regional mo]oility authorities would be able to prioritize and implement regional transportation
improvement projects involving state highways, county roads, city streets, transit, air, rail, water and

intermodal facilities.

I commend the Highway and Transportation Depart-
Qur state hlghway system carries ment and the members of the Arkansas Highway

96 perc ent O£ aﬂ he avy truclz Commission for the work they’ve alreacly done on these

. issues. We have a state system of 16,369 rniles of road-
traf{lo and 80 Percent O£ the tOtal way and 7,042 loriclges. Our state highway system car-

’craﬁic in the state. ries 96 percent of all heavy truck traffic and &0 per-
cent of the total traffic in the state. It's the 12th 1arg—

est highway system in the nation. The miles covered compare to much 1a1'ger states such as California,

New York, Michigan and Illinois. Arkansas ranks 47th nationaﬂy in the amount of revenue per mile

received for highway improvements.

The department alreacly has identified $7.2 hillion of work needed cluring the next 10 years just for
capacity and system preservation improvements. These projects include Wi&ening, reconstruction, re-
surfacing, Lridge improvements and new location needs. This figure doesn't include new corridors such
as Interstate 49 ancl Interstate 69 O£ the clepartmen’c's to’cal annual average revenues o£ $787 rniﬂion,
about $432 million are available for highway and loriclge construction.

Public meetings were held last year at Jones]ooro, Helena, Fort Smith, Ba’cesvﬂle, Little Roclz, Springdale,
El Dorado , Pine Bluﬁ, Russellville and Texarkana. Of those who completecl surveys at the meetings, 76
percent said we should clevelop a statewide gricl of four-lane highways. As we consider the economic
future of our state in this session, let's include highways among the priorities.
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HEALTH CARE

he hard reaiity tacing our state is that many Arkansans are in poor health. While the cost of our
bad habits continues to increase, our tools to manage the prot)iem decrease. In terms of the cost of

Medicaid and the cost of private insurance, we simpiy must address this fundamental issue.

In recent years, our culture has been harmed i)y the side effects of a fast-food iitestyle. Drive—tiirougti
meals, the internet, television and video games lured many Arkansans into se(ientary iitestyies. Unfor-
tunateiy, this styie of living has caugtit up with us and poor health has reached epidemic levels. Accord-
ing to a 2001 report from the federal Centers for Disease Control and Prevention, Arkansas ranked:

Eigtitti among the 50 states in mortaiity due to heart disease
First in stroke mortality

Ninth in cancer overall

Sixth in deaths due to iung cancer

* & o o

These tigures are a Waize—up call for our popuiation and a cry for tieip from our economy. Medicaid now
costs Arkansas more than $3 billion annualiy and is growing at a rate of more than 9 percent a year.
Poor decision maizing in our personai lives is one of the reasons we're tacing this crisis. More than 75
percent of state Medicaid spending is on chronic diseases. Many of these prot)iems are t)rougiit about t)y
poor diet, a lack of ptiysical activity and tobacco use. Faced with the burden of escaiating costs and
(ieteriorating health, we have a unique opportunity to rise to the ctiaiienge in the battle against poor
iitestyie choices.

Last May, we announced the creation of Healttiy Arkansas , an innovative program (iesigne(i to tieip our
state change course. We've spent years putting our resources into treating diseases while ignoring the
fact that peopie would get sick less if ttiey ate better, exercised and avoided tobacco. Reaiizing we could
no ionger demand gooti health practices while ctenying access to tieaittiy resources, we created a program
that promotes tieaitiiy iiving and provictes the tools to achieve it. As a resuit, Arkansas has been
catapuite(i into a national iea(ierstiip role. Heaithy Arkansas has become the standard t)y which other
states have t)egun to model their health initiatives. We can give Arkansans a better tomorrow t)y t)eing
more responsit)ie today.

Act 1220

During the 2003 iegisiative session, the Child Health A(ivisory Committee was created as part of Act
1220. That committee has compiete(i a comprehensive set of recommendations that are going to the
state Board of Education for approvai. There are sweeping nutrition, curriculum and exercise recom-
mendations. I'll urge the board to pass the majority of these recommendations. During the coming
iegisiative session, I'll ask you to do everyttiing possit)le to eXpe(iite the promuigation of regulations and
provi(ie additional tun(iing where needed. The work of this committee can tieip us create a climate of

better health in Arleansas.
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[ also would urge you not to erode the signiiicant steps you took when you made Arkansas the first state
in the nation with a comprehensive program to measure the i)ody mass index of every pui)iic school
student. We've made great strides in this area i)y giving hundreds of thousands of families a snapsiiot of
a izey health indicator.

Realig’nment

To best meet the compiex health cilaiienges our state iaces, I'll propose iegisiation to merge the state
Department of Health with the state Department of Human Services. We can better address our health
needs and find administrative savings with this move. For years, DHS has been forced to streamline and
better manage its resources in order to ieeep pace with Medicaid growti'i. Now is the time to expancl
those efficiencies to other health-related areas.

[ believe we can save at least $2.5 million annuaiiy in administrative costs ti'irougii this merger. There's
no reason not to believe we'll find additional administrative areas where we can achieve savings as the
merger process evolves. It's aiways reasonable for taxpayers to expect us to better manage the resources
of state agencies. Thisisa step in that direction. Here are some fundamental points about this proposai:

¢ W should take some lessons from the private sector. This isn't a negotiateti merger. This is more
of a DHS acquisition of the Health Department.

¢ The Health Department will be a division within DHS.

¢ Aitilougi'i we can't promise that some joi)s won't be iost, we'll make every effort to deal with

ciianging empioymen’c needs tiirougii attrition and retirement.
¢ This will be a Type Two transfer.

¢ Vel try to cieariy outline for taxpayers, state empioyees, iegisiators and the media the speciiic
cost savings that come with this move. If we're going to have a spirite(i debate on this issue, let’s have
the debate in the context of how we can save resources through better management.

¢ Merging the clepartments has the potentiai to improve program access and customer service.
Many Arkansans receive services from both agencies. A better untierstan(iing of the services offered i)y
the agencies will lead to more referrals and a more comprehensive service pian for clients.

¢ Having shared appiica’cions available in DHS county offices and local health units, as well as
wei)sites, will be beneficial to clients and will improve the state’s Heaitixy Arieansas, Hometown Health
and Worksite Wellness programs.

¢ In many states where these functions are comi)inecl, the pui)iic health portion generaiiy operates
as a separate organizationai entity under an umbrella health and human services (iepartment. The
joining of health and human services functions will create efficiencies in county and program opera-

tions areas.

¢ The electronic si'iaring of information will enhance services and streamline some appiica’cion
processes. DHS expertise with electronic data and computerized client records should prove iieipfui in
improving Health Department data systems and local health unit eiiiciency. Better data management
can assist field operations in the areas of case management, resource aiioca’cion, quaiity improvement

and clinic efficiencies.

L4 Health Department outreach efforts regar(iing flu vaccines, immunizations, nutrition, etc.
could be incorporate(i into routine DHS client notices, which are mailed to more than 1 million low-
income Arkansans throughout the year.
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¢ At some sites, it might be feasible to offer services such as Medicaid eligi})ihty or WIC voucher issuance at
both facilities. Collaboration with Medicaid could maximize fun(ling for health services and improve Health
Department Liuing systems.

¢ The departments perform many of the same administrative functions inclu&ing program monitoring,
contract monitoring, staff training, supply distri]ou’tion, property management and information technology
security and coordination. These functions can be combined and operated more eﬁiciently under a merge
structure.

¢ Having DHS county offices and the local health units in the same location will allow for one-stop sl’lopping
of services. This merger of facilities will occur over time as we deal with c}langing client needs.

¢ Better integration and communication between DHS applications and those at the Health Department
will greatly improve the accuracy and eﬁiciency of information systems.

¢  The Health Department provicles a uniquely qualified and accurate statistical data base management and
reporting service. The health statistics section can provi(le needed health-related data collection, data manage-
ment, analysis, statistics, research, consultation and statistical training for the DHS divisions that deliver
services to clients.

. Com]oining the &epartments will suhstantiauy increase the number of audit staff available to monitor
Health Department programs.

Areas For Special Consideration

1. It's imperative that these changes not jeoparclize the 10ng—s’can&ing commitment of county
governments to support the county health units.

2. Before we co-locate health clinics and DHS oﬁices, we must consider how client confidenti-
ali’cy will be addressed at all phases of the service delivery system.

3. Any clesign that doesn't 1zeep the county operations of the local health units and the DHS
county offices as separate divisions within the expancled clepar’cment must consider the impact
of different grades and classifications of mid-level and upper-level managers. Consideration
must also be given to the impact on cost allocation at the local level. Test allocations should be

per£ormec1 to determine the impact on various funcling sources.
4. Expanding program access and sharing clatal)ases create special chaﬂenges for system secu-

rity and program accountalaili’cy. The appropriate firewalls and conﬁclentiality agreements and

training must be completecl before expanclecl access to protected client information is grantecl.
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Cost Savings

Examples of potential savings include:

¢ Accounts payal)le -- Health Department payable functions can be enhanced Ly consoli-
dating vendor invoices and re(lucing the number of warrants issuecl, thus u’tilizing 1a1)or, supplies
and postage more egiciently. The consolidation of gas credit cards will reduce manpower efforts

while improving monitoring and reporting. The combined payal)le functions will produce an

estimated savings of $207,000.

L Payroll -- Coml)ining payrou functions for 10,000 employees will produce an estimated
savings of $43,000.

¢ Financial management and funds management -- The consolidation of like functions
from the Health Department into the managerial accounting section of DHS will benefit over-
all operations. For example, DHS automated time studies will more rapi(ﬂy record and accu-
rately report cost-allocation information. Utilizing the DHS cost-allocation methodology will
potentiaﬂy increase the federal £un(1ing for administrative functions. Estimated savings are

$206,000

¢ Personnel -- Personnel activity can be handled at an estimated combined savings of
$620,000. For example, the applicant traclzing moclule, an automated support system for re-
cruiting, could be utilized without major modification. The Health Department doesn't have a
clrug—screening program so the acloption of the DHS drug—screening program will be necessary.

¢ Purchasing’, contracting and su])-g’rants -- The Health Department contract and sub-
grant functions are 1a1'ge1y decentralized to the various program elements. Electronic develop—
ment and tracleing capa]oilities at DHS will reduce the coordination time between program
staff and review/ approval authorities at the state Department of Finance and Administration's
Office of State Procurement and the 1egisla’cive staff. The DHS electronic archival system will
allow instant access to copies of contracts and su]o—grants for all authorized program personnel,
as well as instant retrieval capa]oility for freedom-of-information requests. Centralized purohas—
ing functions will procluce an estimated savings of $627,000.

¢ Communications -- The Health Department's communications division is a centralized
worlzing group of seven full-time employees. Com]oining this function with that of DHS should
allow for an estimated savings of $225,000. More than half of these savings will come from
federal {:uncling ) however. This ﬁgure doesn't account for any program outreach costs.

¢ Information technolog’y technical support -- Both clepartments have staff members
dedicated to maintaining computers, servers, networks and printers across the state. With a

merger, it's estimated that the almost 10,000 units of equipment can be maintained at an

estimated annual savings of $400,000.

¢ E-mai] an(]. internet services -- Botl’l departmen’ts rely heavily on e—mail and internet

services. Based on the current number of e-mail accounts, a merger will result in an estimated

annual savings of $ 250,000.
Projected Initial Saving‘s $2,578,000
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Strategies

What we've been cloing to ensure a healthy state has been inaclequate. Sure, Healthy Arkansas will
always be a work in progress. But we have to start somewhere. The way to a healthier state is through
changes in behavior and lifestyle. Healthy Arkansas continues to focus on speciﬁc target groups, though
there‘s cer’cainly overlap among tl'lese clemographic groups. We're focusing on:

The population at 1a1'ge
Children in schools
Adults in worksites

Those who access DHS services
State employees

* & & o o

Acquiring baseline data on these groups will help us understand how to expand current programs and
partnerships, iclentify cultural and behavioral factors that promote poor health and then incorporate

best practices from the pul)lic and private sectors to ensure the program’s success.

Children In Schools

I'm proucl of the recent steps our state has taken to monitor the health of children. The BMI study
created Ly Act 1220 is a step in the right direction. But it’s also an indicator of how far we have to go.
Of the 345,000 students who par’cicipated, 38 percent were either overweig}lt or at risk of becoming
overweight.

The challenge is to take aclvantage of the opportunity afforded loy the passage of Act 1220. It’s vital to
the future of our children that we implement programs that analyze the nutritional content of the food
served in schools. Tt’s equaﬂy important that we discuss ways to integrate physical activity into the
academic curriculum. Achieving a better state of health for our children is a goal we can reach if we work
together to promote healthy, active and tobacco-free hfes’cyles in the pul)lic schools. The quiclzest route
to creating healtl'ly adults is to encourage heal’chy children.

We need to explore how the Arkansas Center for Health Improvement can best share the BMI data
collected from schools with the new state Department of Health and Human Services. This data shar-
ing is essential if we're to offer support to the most overweight children. Putting time and effort into
coHecting data doesn’t do much goo& if we're not going to create the foﬂow—up tools needed to he]p
overweigl'lt children.
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Adults In Worksites

A 2002 survey uncovered some unsettling realities about our state:

37 percent of adult Arkansans are overweigl'lt

24 percent are obese

80 percent don't eat the recommended five servings of fruits and Vegetaljle per clay
27 percent engage in no leisure time physical activity

26 percent are smokers

8 percent have been told tl'ley have diabetes

* & & O o o

Arkansas adults spend an estimated 45 percent of their Waleing hours in the worlzplace. Focusing our
efforts on worksite wellness will help us maximize Healthy Arkansas’ potential to reach adults. Boosting
the health of employees will, in turn, give a boost to our economy. The CDC estimates that more than
$33 hillion in medical costs and $9 billion in lost procluctivity each year can be attributed to poor
hfestyle choices. To ease this financial burden, it's essential that we turn the Worleplace into a health

promotion venue.

The state is talzing the lead l)y oﬁering state employees incentives for hying healthier lives. State em-
ployees who participate in a health survey become eligi]gle for a discount of $10 per month on their
insurance premiums. The spouses of these employees can earn another discount of $10 a month. Duzr-
ing the first months of the state employee self-assessment, 18,000 employees and 4,000 employee
spouses took the assessment. For the first time in our history, we're accumula’cing true baseline data on
the health of our citizens.

Beginning this month, state employees will receive free smoleing cessation resources. The state employee
insurance plans will now cover a variety of preventive medical services. By rewar&ing health instead of
treating illness, we're creating a more procluctive work environment. Iclentifying the economic impact of
worlzplace wellness is the first step in convincing companies and institutions to create their own pro-
grams. We then can build on what we've created. Getting communities involved in the creation of safe
waﬂeing trails, smoleing cessation programs and community garclens will also play a role in extending
the lives of Arkansans.

Those Who Access DHS Services

DHS is cleveloping several fundamental approacl'les to helping clients achieve a better quality of life.

¢ Medicaid is now paying for smolzing cessation tools for the 600,000 Arkansans who access

the program each year.

¢ DHS is creating programs to ensure that food stamp recipients receive nutritional informa-
tion. A wellness program such as Heal’chy Arkansas must aclenowleclge the fact that quality diet
and exercise information has to be available to people of all income levels. Provicling health
information to food stamp recipients will allow us to make inroads in this area. DHS is also

exploring how to maximize the purchasing power for those who lauy healthier foods.
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State Emplovees

A number of programs have been put in place cluring the past year to help state employees achieve
healthier 1i£estyles. As noted, 18,000 state employees and 4,000 of their spouses took the time to
answer a series of health questions on a health self-assessment website. This program provicles us with
the best baseline data we've ever had on state employee health. Among the other steps laeing taken:

¢ We offer financial incentives for employees who take the self—assessment in the form of
monthly reductions in the cost of their health insurance. These incentives can equal $240

annuaﬂy £OI' one £am11y

¢ We're mailing information about BMI, tobacco use, seat belt use, exercise and l)inge drink-
ing back to those who took the assessment and had problems in particular areas.

¢ State employee health plans now cover preventive services

¢ DHS and the Health Department are developing a prototype Worlesite Weﬂness program
that can ul’cimately be used by all state agencies.

mg’hlig'hting' Programs That Work

Healthy Arkansas is a new vision of health. In order to transform this vision into reality, it's crucial that
we highlight best practices. We don't want to just talk about a better state of health. We want to achieve
it. Along with the highly publicizecl BMI stu(ly, we've Legun utilizing several pilot programs to help us

turn ideas into action. These include:

¢ The Health Department's Five A Day program, which provicles employers with a program
called Worksite Chaﬂenge: Fit With Five. This 10-week program for the Worlzplace focuses on
increasing physical activity and the consumption of fruits and Vegetables during the Worlzday.

¢ The Governor’s Council on Fitness' Out for Lunch program, which is a worksite physical
activity event during which employees walk to a central location where they receive healthy
snacks donated l)y private companies. They then walk back to work.

¢ The Arkansas Diabetes Control Program, which was clevelope(l through a par’cnership with
Eli Liﬂy & Co., the DHS Division of Medical Services, the Health Department, the University
of Arkansas for Medical Sciences and others. The program allows the state to stu(ly the diabe-
tes popula’cion, analyze courses of action and provide Arkansans suHering from diabetes with

self—management training and the educational materials they need to combat the disease.

¢ The Central Arkansas Veterans Health System’s health and wellness program, which has
saved the organization an estimated $817,000 in its first year, a savings of $8 for every $1
invested. It's a model for others to follow

¢ J.B Hunt Transport Services Inc. at Loweﬂ, which has also seen the advantage of Worlzplace

wellness. By ogering employees access to health counselors, the company has been able to

increase procluctivi’ty and decrease health insurance costs.
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Conclusion

The goals of the Healthy Arkansas initiative are clearly defined. I chargecl the Health Department last
May with achieving the foﬂowing objectives loy January 2007:

¢ Increase from 64 percent to 85 percent the percentage of juveniles who are active at least
three times a week for at least 20 minutes.

¢ Increase from 15 percent to 30 percent the percentage of adults who exercise at least three

times a week for at least 30 minutes.

Reduce the percentage of obese children from 11 percent to 5 percent.

Reduce the percentage of obese adults from 23 percent to 15 percent.

Reduce the percentage of adolescents who smoke from 36 percent to 16 percent.

* & o o

Reduce the percentage of adults who smoke from 24 percent to 12 percent.

As time passes and popula’cions change, we must maintain the ﬂexil)ihty to change policy. We must work
toward a cultural health revolution in which behaviors move from indifferent to engagecl. Arkansas has
taken the lead in the nation’s battle to improve health Ly changing behavior. I hope you'ﬂ continue to
work with me as we step up this figh’c for improved hfesty]es and better health. In terms of our health
and fiscal Well—being, we simply can’t afford not to work together.
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